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of CPAs, Mr. Bernstein led a program of
management assistance for ghetto businessmen.
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small college, Miss Sullivan joined the staff of
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Advisory Services division of a CPA firm.
Mr. LaTartara has a special interest in social
application of analytical techniques that were
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Accounting—a social force

Eugene Fleishman, BS, CPA, practitioner. After
five years experience with two New York-based
firms—one small, one medium—Mr. Fleishman
began his own practice.

As Charles Dickens once wrote, describing another period of
revolutionary change, it is the best of times and it is the worst
of times.
It is the best of times because more people are
economically secure than ever before. Affluence is widespread
Mankind’s primal curse of physical labor has eased
substantially. A lot of the more humdrum mental work is
becoming obsolete too—computers can do it. Creative change
is the norm for many scientists, artists, industrialists, and
professionals.
It is the worst of times because ancient evils persist—war,
poverty, racism. Also, relatively new evils have appeared—
pollution, overpopulation.
Everyone faces the problems of this mixed-up world. But
no one confronts both the best and the worst possibilities more
directly than the student who is in the process of choosing a
career. Making a career selection raises questions about one's
basic psychological adjustment to the world as well as one’s
vocational aptitudes. Should one withdraw from these troubled
times as much as possible, fearing the worst? Or should one
become deeply involved, socially and personally, in the pursuit
of the best?
These questions, and your answers to them, underlie
everything in this booklet. Students who are temperamentally
inclined toward withdrawal would probably find it difficult to
become happy and successful as CPAs. On the other hand,
students who naturally become involved may do well to
consider a career in this profession. For we CPAs are involved.
Our work requires this. There are two reasons:
The first is the nature of the accounting discipline, which
provides financial and other information essential to the
efficient conduct and evaluation of the activities of any
organization. Every significant event in modern societycommercial expansion, technical breakthroughs, government
programs, social services, the conduct of international
relations—requires assessment of resources in manpower,
materials, and money. Accountants stand squarely in the
middle in all these activities, recording and budgeting the
input and outgo of mankind’s work.
The second reason for our involvement is our special
responsibility as professional men. CPAs are called
“certified” because they hold certificates from their state
governments that make them responsible to the whole public for
a professional standard in financial reporting, and for providing
expert accounting services. Of course, such a standard does
not by itself solve social, political, and economic problems. But
CPAs can and do provide a rational basis for many solutions,
through attested information or realistic projections.
No body of knowledge can be useful to society unless
there are people who take responsibility that the knowledge is
used. CPAs are the independent professionals who take
responsibility for the proper and expert use of the accounting
discipline.
Because accounting is a universally useful discipline, with
a standard of use assured by an independent profession, it has
become a social force. It is an essential factor in making
possible the economic take-off of a technical, industrial, highly
educated, and complex society. How this happens will be
illustrated in the next three chapters, which will describe what
CPAs do.
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TECHTRON

The auditors
All accountants may prepare or assist in the preparation of
financial statements.
Many accountants also audit. This means that they make
an examination of financial statements prepared by others, and
of the facts on which the statements are based. Usually, the
“others” are other accountants. The “facts” are such matters
as amounts owed by customers or inventories—the auditor
makes a direct check with customers and looks at the
inventories. In short, the figures in the financial statements are
compared with what the auditors actually find.
Even more important, auditors check whether those who
prepared the financial statements called things by their right
names. How the results of business transactions are classified
in financial statements makes a big difference. So accountants
have developed principles that govern these classifications.
The use of these principles is basic but complex—let’s
postpone dealing with them for a few pages.
First, it helps in understanding what auditing is all about
and therefore what the work of auditing is like, if we look more
deeply into its purpose. Some people think of auditing as a kind
of financial detective work, for catching those who “put their
hands in the till.” And occasionally, theft is discovered
through auditing.
Example: A young staff accountant was checking inventory
in a client company that sold shirts. This was ordinarily done by
walking through a warehouse and giving the boxes a push.
If they didn’t move, they were assumed to be full. Exercising
some imagination, the staff accountant looked inside the boxes
and found that 20 percent were empty. They had been nailed
to the floor.
The enemy is poverty.
Just as a physician cares for the
physical health of patients, a CPA
cares for the economic health of
clients and others.
George Bernstein, CPA, sets out to
attack poverty at its roots, in the
disintegrating core of a major
industrial city. Needed—economic
opportunities. Above, Mr. Bernstein
consults with a worker and with
the owner in a small plant that
produces electronic components.

However, such episodes are rare. Discovering theft is
sometimes a by-product of auditing. The main product of
auditing is confidence.
It’s like this:
An investor considers whether he should buy stock in X
Company. The accountants of X Company have prepared
financial statements that show the condition of the company
and the results of operations. But how can the investor be sure
that the accountants of X Company haven't dressed up the
financial statements just to sell him the stock? Are X Company’s
financial statements valid?
The investor finds answers to these questions in the formal
Opinion of the CPA, which is usually attached to financial
statements provided to stockholders in annual reports, or to any
financial statements used as a basis for obtaining substantial
credit or new investment. The CPA indicates whether the
statements are fairly presented or not. If there are qualifications,
he describes them.
In like manner, bankers rely on CPAs’ Opinions. A bank
president said recently:
“In considering a loan application, I always look first at the
CPA’s Opinion. Then I know whether or not I can rely on the
financial statements provided by the applicant. If the
statements are reliable, I’m ready to study them and decide
about the loan.’’
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Mr. Bernstein examines one of the
company’s products, a printed
circuit. In new businesses, the effect
of a going operation on people—both
owners and workers—is often
dramatic. Skills and abilities develop.
Success and a decent income
become habits.

First things first: the beginning
businessman needs bookkeeping
and financial statements. Next, he
generally needs analysis of financial
statements, cash-flow, purchasing,
and estimating; also—very often
—cost controls and budgeting.
Historically, through such services,
CPAs have prevented failure and
helped to assure success for many
millions of clients.

In today’s business climate, which is dominated by big
institutions, the people who read and rely on CPAs’ Opinions
are generally professionals—security analysts, bankers, other
credit grantors, lawyers, suppliers, buyers, government
agencies, labor unions, and others. This fact suggests the
broad social importance of auditing by independent CPAs.
American society is characterized by division of function,
responsibility, and power among many kinds of institutions. The
most important relationships among these institutions are
economic. Rationality in these relationships requires
measurement and communication of economic data, in terms of
principles—or a yardstick—that are generally accepted. CPAs
give independent professional Opinions as to whether this job
is properly done.
Thus, the social results of independent auditing are of the
first magnitude in the functioning of American society. For
through their auditing, and Opinions regarding the reliability of
financial statements, CPAs facilitate workable relationships
among institutions.
The key role of auditing in economic relationships was
recognized following the collapse of the stock market in 1929
and during the early years of the Depression. Agreements
between the professional society of CPAs and the New York
Stock Exchange were followed by the Securities Exchange Acts
of 1933 and 1934. These provide that all companies which
offer their stock for sale to the public must be audited by
independent CPAs.
Clearly, the value of a CPA’s Opinion depends on its
reliability. And the Opinion is reliable only if the CPA who writes
it is truly independent. Particularly, he must be independent of
the client who engages him. This is not so paradoxical as it
may sound at first, for the reason the businessman engages the
CPA auditor is to add to the credibility of his own financial
statements; and only the CPA’s independent status, and his
reputation for independent status, can do that.
However, making a client's financial statements conform to
generally accepted accounting principles does sometimes
involve a CPA in conflicts. A young staff man, writing about his
first experiences in public accounting, described as follows how
this conflict looked to him:
“The professional literature spoke frequently of
independence, but I must confess that the practical relationship
of this standard to the daily practice of accounting eluded me.
It was therefore something of a revelation to watch the partner
in charge agonize over difficult conflicts between accounting
principles and client preferences and take positions which
occasionally lost clients but which maintained the integrity of
the firm. In addition, he would investigate a prospective client
thoroughly, and whenever such investigation revealed a
questionable past he would refuse the engagement. Refusing
revenue in this manner was ample proof to me that the
profession gave more than lip service to standards of ethical
conduct.’’ (From Robert L Posnak’s “The Decline and Fall of
Cratchit" in The Journal of Accountancy, May 1970.)
These standards of ethical conduct for CPAs are enforced
by both professional societies and state boards of accountancy.
In some cases, CPAs have had their certificates suspended
or revoked for unethical conduct.
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Antique office and today’s problems
—near the end of a long discussion.
Mr. Bernstein says, “If we CPAs are
involved early enough in a new
business, when capitalization is
first undertaken, then we have a
chance to see that the proper
accounting records are set up and
that the cost structure is understood
by the businessman.

“If we come into the picture after
there has been a loss operation for
six months or so—well, that’s a
different story.
“My CPA chapter recognizes this
task, and we are broadening our
approach so that we are not called in
when it is too late. Nationally, the
profession needs more CPAs involved
in this kind of service.’’

In addition, a CPA is legally liable for his Opinions. If
some “third party’’—an investor or credit grantor, for examplecan show in court that he has suffered losses because a CPA’s
Opinion has been unreliable, he may collect damages. Such
cases are rare, but the existence of legal liability underscores
the CPA’s responsibility to the public.
Generally, only professionals in the business and financial
communities understand the “accounting principles” which
the CPA upholds. These principles are guarded today by the
Accounting Principles Board (APB) of the American Institute of
Certified Public Accountants. The APB issues pronouncements
on how accounting matters should be handled. New
pronouncements are frequently necessary because changes in
business methods—new forms of organization, new types of
securities, new kinds of responses to new taxes or regulations—
constantly suggest new accounting procedures. Recent
pronouncements of the APB have dealt with earnings-pershare figures in reports to stockholders, costs of pension
systems, and gains or losses outside a company’s regular
operations.
No doubt there will be new developments in business and
corresponding new developments in accounting procedures
before the students reading this chapter become CPAs.
Accordingly, an accounting student should not only know the
pronouncements of the APB; he should also recognize that an
auditor must keep abreast of changing times. Accounting is a
learned profession.
Auditing is a great introduction to business. For this
reason, CPAs’ clients frequently hire for their own management
teams young staff accountants who first come into their
companies as auditors. The auditor sees management at all
levels, and this background makes him valuable.
Because auditing is such a good introduction to business,
young men in England, years ago, used to pay as much
as 500 pounds a year to a firm of chartered accountants for
the privilege of working as auditors. Today, in the United States,
the new staff accountant gets both the privilege and a top salary.
John E. Leslie, chairman of the brokerage firm of
Bache & Co., the second largest brokerage firm in the world,
once left the brokerage business to work for a public
accounting firm. He commented: "If I had stayed in Wall Street,
I would never have gotten a real insight into American
business. I became acquainted with what makes a big
corporation tick, as a result of my auditing work."
But auditing is also a great introduction to a more
extended professional relationship with business. After auditing,
CPAs know so much about the businesses of their clients that
they can give highly valued advice on a host of matters
affecting clients’ profits and other objectives. These are the
subjects of the next two chapters.

9

The management advisers

Ted Wilson, CPA, right, is conducted
through a client’s alloy foundry by
the controller. Such “tours” are
common at the beginning of an audit
engagement. Familiarity with all
aspects of a company’s operations
helps auditors to make the results of
their check more useful to all
concerned. CPAs often render a
variety of management services in
response to needs that the audit
has disclosed.

The advice which the accounting profession gives to
management is both frequent and effective.
A Dun & Bradstreet survey has shown that outside
accountants are the most frequently consulted advisers
of American small businesses. And big businesses engage
CPAs as advisers even more frequently than the small ones do.
The effectiveness of CPAs’ management advisory
services, or MAS, may be gauged by results: American
business, which includes most of CPAs’ clients, is the most
successful business in world history. Of course, this is
not to claim that CPAs are the sole fabricators of business
success. But they have played an important role, which one
may appreciate by exploring why American business
has been so successful.
In seeking an answer to this question, a French journalist,
J. J. Servan-Schreiber, wrote a book, The American
Challenge, which became a leading topic of conversation
in the European business community. Servan-Schreiber noted
that with only seven percent of the land and six percent
of the people, the United States produced one-third of
the world’s goods and services.
After a thoughtful comparison of American and European
business performance, the journalist concluded that the
reason for American superiority was not political, technological,
or scientific. Rather, the superiority of the United States
stemmed from better “art of organization.’’ Unlike European
management, which was primarily concerned with “being,’’
American management was dedicated to “becoming,”
or growth. Pursuit of this goal required total management
information systems designed and operated by well-educated
people, and implemented on computers.
This analysis by a disinterested foreign observer suggests
the significance to the whole economy of CPAs’ advice to
management, for CPAs design these management information
systems. Such design is one of the most important of the
many MAS rendered by CPA firms for their clients. The service
has broad economic importance because greater control over
information has brought about greater control over the things
and processes that information describes. Through systems,
people’s labor and creativity are mobilized with maximum effect.
Indeed, there has been a quiet revolution in business
organization and systems. Lynn A. Townsend, CPA, chairman
of Chrysler Corporation, has said: ‘‘Ten or twenty years from
now the current revolution in the science of business
management—a revolution that has been speeded up by the
development of data-processing equipment, electronic
computers, and radically new methods of systematizing the
gathering and disseminating of business data—will probably
be looked upon as a major turning point in economic history.”
That is the broad social reality. But how does this
revolution look to the individual CPA, or firm of CPAs?

Example: A manufacturer faced the rather common
problem of suffocating from his own success and growth.
Swamped with orders, his plant was slow in meeting them.
There was confusion in his warehouse. So the manufacturer
called in his CPA.
The CPA found that at any typical time his client faced
about 30,000 work orders for small lot quantities, involving
some 75,000 configurations of parts, with an average of 15
processing steps for each part, and at least 95 percent of the
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Someone, probably a congenital
optimist, once wrote: “A CPA
should be an intellectual giant,
adaptable, gifted with insight
and imagination, the possessor
of infinite knowledge, tact,
diplomacy, courage and a
winning personality, an
idealistic paragon of all the
virtues and a demon for work.”
This booklet does not claim
that all CPAs measure up to this
description. But the breadth of
a CPA’s daily involvements does
put pressure on people to
grow in that direction. Above,
Mr. Wilson grapples with
laboratory activities affecting
alloy production.
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For Mr. Wilson, leisure time is
tennis, reading, and family—
with two-year old son. Some
half-serious attempts to
diagnose the life-style of the
CPA profession, through
questionnaires about leisure,
have disclosed nothing
significant beyond variety.

parts made to order. About 6,000 to 8,000 engineering changes
were required each month. The CPA’s answer was a computerbased total system and communications network that made
possible control of job-lot flow, with dovetailing of materials,
facilities, and resources.
In situations like this one, in which an astronomical number
of alternatives is inherent, the computer has become an
indispensable tool. But it is only a tool. It is the computer-based
system, installed in thousands of businesses throughout the
country, that has brought about the revolution in business
management that Townsend and Servan-Schreiber have
described.
System design sometimes necessitates reshaping
administrative structures. For this reason, the CPA is especially
qualified because of his professional independence as well as
his technical expertise. Basically, system design has to do with
specific people in specific companies; and the CPA, outside the
structure of his client’s management and able to be objective,
is often in the best position to go ahead in this work “without
fear or favor.”
CPAs render a range of other MAS. Many services,
perhaps a majority, have to do with providing information in
special areas of business, or with speeding the flow of
information to the proper people in management.

Examples: A sales reporting system, a cost accounting
system, a work measurement program, a system for improved
production control, and an electronic data processing system.
Also, CPAs do many kinds of studies and draft many
kinds of plans.

Examples: Budgets. More and more organizations use
planning-programing-budgeting systems of the kind adopted
by the Defense Department in 1961, and by a number of major
corporations well before that date. Such a system facilitates
selection of an optimal alternative, from among a number of
alternatives, for reaching the defined objectives of an
organization. Boards of education, universities, and hospitals—
as well as numerous businesses—often use such systems
designed by CPAs.
In addition, CPAs prepare budgets for particular aspects
of a client’s operations such as research and development,
or capital investment.
Businessmen often ask CPAs to make a special study
because there is a need to disentangle a number of interwoven
considerations in order to solve a particular problem.

Example: Should a company adopt a profit-sharing plan;
and if so, what should its provisions be? While attorneys have
the responsibility for drafting, the CPA must determine the net
cost of the plan to stockholders, tax advantages, and benefits
to employees and their beneficiaries. Of course, these figures
aid decisions regarding the scope and nature of the plan, and
indeed the feasibility of any plan at all.
There is no list, generally accepted by CPAs, of all the
services that should be included in MAS offered by a firm or
even by the accounting profession as a whole. Historically,
CPAs gave advice and assistance to clients long before the
term, “management advisory services,” came into general use.
Many of these services involve a mix of factors, so that
classification is difficult if not impossible. The substance of the
advice has been the essential thing, not the classification;
CPAs have given the advice simply because clients needed it.
Today, this need grows. Broadly, there appear to be two
reasons:
(1) As institutions, both in business and government,
become bigger and more complex, information tends to
become poorly integrated or lost in the system. Information
which should be a source of power can become a source of
confusion. Obviously, a vital management cannot tolerate this.
So the CPAs—the experts in measurement and communication
of economic data—are often invited in.
(2) One of the most sobering lessons of recent times has
been the discovery that social progress does not automatically
keep pace with economic progress. Consequently, businesses,
government agencies, and other institutions have become much
more concerned with the social results of policies, and there
has been a greatly increased need for assembling social data in
a logical fashion in order to facilitate rational decisions.

Example: A CPA firm in a socially unstable large city
established a central file for welfare clients, created a system
for quantifying their needs (health, food, housing, education,
etc.), and then used a computer to meet the most urgent of
these needs to the extent possible with the funds available.
Present trends suggest that CPAs will advise management
even more frequently in the future, and they will advise a
broader range of clients. They are likely to be even more
effective not only in helping businessmen to maximize profits,
but also in assisting in the solution of many urgent social
problems.

Example: Should new equipment for a client be leased or
purchased? The answer usually depends upon the effect of
each alternative on the client’s working capital, balance sheet,
income statement, bank credit, debt restrictions, tax liability,
equipment profitability, and costs.

Sometimes there are considerations involving other
professionals, frequently lawyers.
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The tax advisers

Being a “sole practitioner”* in a
town or small city is a special way of
life. Such a man knows a very large
number of the bankers, the
businessmen, and the lawyers—many
of them on a first-name basis. He
carries the confidences of two
hundred-or-so clients in his head.
Many people owe him much in terms
of financial security and peace of
mind. Like the small city doctor or
lawyer, he is apt to have many
friends who are also clients. Like
Eugene Fleishman, above, he is
Mr. Main Street.

Advice on personal income taxes is the only service of CPAs
that is highly visible to the general public. As the annual April
madness comes on, millions of distraught citizens stampede to
CPAs. For our purpose—which is to show what CPAs do—it is
necessary to comment that assistance with personal income
taxes is a minor and uncharacteristic part of practice. Except
where people with diverse financial interests are involved,
advice on personal income taxes is apt to be very simple as
professional services go, comparable to a doctor’s telling
patients with headaches or colds to take aspirin and go to bed.
For this reason, “tax adviser’’ in this chapter means mostly
“tax adviser for businesses,’’ which is a major responsibility for
many CPAs. There is no intention here of being unsympathetic
to the average citizen’s need for help, as paying income taxes
becomes more and more complicated. But tax work for
business clients is far more significant, both to society and to
CPAs themselves.
It is significant to society because the American system of
self-assessment of taxes, which has produced far more revenue
than any other system, would be unworkable unless CPAs
helped businesses to minimize their liabilities while complying
with the laws and regulations.
It is important to the CPAs themselves because they must
be concerned, when advising businessmen, with other major
policy considerations. There always are other considerations.
Anything done by a business only because of taxes is likely to
be evasion, which is illegal; a tax liability which is minimized
for a number of reasons which in other respects support a
company’s objectives is avoidance, which is not only legal but
common sense.
Taxes are all tied up in a knot with the most fundamental
questions determining how a businessman operates.
Example: Should a businessman use a corporate or
noncorporate form? Taxes are always a factor. But other
considerations include: whether an expanding and profitable
business needs capital (corporate form better), whether the
owners need or want their earnings currently (noncorporate
form better), whether the owners want liberal deferred pension
and fringe benefit plans (corporate form better), whether the
owner or owners find it important to centralize management
(noncorporate form usually better), whether the owners would
benefit from limited liability (corporate form probably better,
but specifics under state incorporation laws must be weighed),
and whether the owners wish to assure continuity of the
business (corporate form usually better).

In many situations, there are still other considerations.
Characteristically, many pros are balanced against many cons
in arriving at solutions as close as possible to the client
company’s objectives. However, the point here is not to explore
technical matters in depth but to illustrate the nature of the
CPA’s relationships as a tax adviser. Obviously, he must be
thoroughly aware of his clients’ business and personal aims.
He must be a man who likes people, becomes concerned about
their problems, and earns their confidence. He should have a
little of the father confessor as well as financial wizard in
his make-up.

*A CPA who owns his practice
and has no partner.
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Mr. Fleishman with client, an
inventor and head of a research,
development, and service company
that deals with electronic equipment.
The gadget at the left makes it
possible for the phones to ring in the
homes of all the volunteer firemen,
instead of waking up the whole town
with an alarm.

CPAs frequently urge their clients to undertake “overall
tax planning.’’ This means long range planning for both the
business and its chief shareholders and/or employees so that
tax liabilities can be minimized within the range of possibilities
imposed by the condition of the company and the goals of the
people in it. The purchase, sale, or merger of a business
usually presents opportunities for such planning.

The client happens to be saying,
“There are pitfalls in going public,
aren’t there—controls and so on?”
And Mr. Fleishman happens to be
replying, “You can still retain
control..."

Example: In taking an opportunity to sell a business for
cash, a seller was anxious to be taxed at the capital gains rates.
But on the advice of his CPA, a “nontaxable’’ exchange of
stock was arranged instead of the sale for cash, so that taxation
might be deferred until the client disposed of the new
stock acquired.

Mr. Fleishman heads for his
synagogue, where he is volunteer
financial secretary as well as trustee.

As a result of tax planning, corporations can often make
more attractive terms of employment for employees, whether or
not they are also shareholders. This is frequently done through
pension and profit-sharing plans, stock option plans, group
term insurance, deferred compensation plans, medical payment
plans, and other forms of special compensation. In general, the
object is to provide nontaxable economic benefits, long-term
capital gain opportunities, or to defer payment of income taxes
to periods when the employee is in a lower tax bracket—usually
after retirement.
Often, the basic aim in tax work is to make people more
secure many years later as well as currently. By the time the
students reading this chapter are through college and
practicing accounting, there may or may not be changes in the
laws and regulations that cause CPAs to devise other methods,
or work in other kinds of situations, in order to make people
more secure.
As a tax adviser, a CPA has a relationship with clients he
does not have as an auditor, or even as management
consultant or adviser. For in addition to giving the tax advice, he
also practices as an enrolled agent before the Internal Revenue
Service. In this function he represents his clients. This means
that he stands up in a hearing and talks for his client on matters
which the client is not technically capable of talking about.
In such work, the CPA often works with the client’s lawyer.
In practice, CPAs and lawyers recognize each other’s particular
responsibilities without much question, although some “gray
areas” occasionally require discussion. Usually, the CPA works
with normal business circumstances—with all the facts that
are translatable into monetary amounts. Traditionally, lawyers
work with what is uncustomary or abnormal. The CPA works
periodically for the client regardless of the financial condition
of the business. Ordinarily, the lawyer comes in only when
there is a legal problem. A CPA should know enough about the
law to recognize problems that require the attention of lawyers.
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In addition, the CPA represents the whole public as well as
his client. He does this when he signs a tax return jurat (oath)
that the return is “true, correct, and complete’’ to the best of his
knowledge “based on all information of which he has
knowledge.’’ The CPA represents the public in signing such
an oath because this representation is made to the public’s
government—that is, the Treasury Department.
Even if a CPA advises a client without signing the jurat on
a return, he has responsibilities to the public that are inherent
in his own Code of Professional Ethics.
Do these different responsibilities conflict? More in the
abstract than in practice, it seems. A chairman of a tax
committee of the American Institute of Certified Public
Accountants, the 70,000-member national professional society,
explained how a CPA should conduct his tax practice as
follows: "In a sense a CPA’s responsibility to the public is the
same as his responsibility to his profession and to himself. ..
Although he is not required to make an audit, an informed
evaluation of the available information certainly is his ethical
responsibility . . . The CPA cannot turn away and deliberately
fail to recognize the obvious implications of the things he sees."

Accounting practice demands a mix
of sensitivity in human relationships
and a talent for abstract thinking.
Solutions of client’s problems often
require research. Also, CPAs usually
give a planned amount of time every
year to systematic study. While
working as a staff assistant for other
firms, and after “hanging out his own
shingle,” Mr. Fleishman took
graduate-level courses in taxation,
finance, mathematics, computers,
and computer programming.

In sum, a CPA’s tax work is technically complex and
professionally responsible. The reasons for the character of
tax work today are matters of history. Back in 1913 the Federal
income tax was a 16-page pamphlet. Now it consists of more
than 1,000 pages of fine print, plus a whole library of
interpretations, regulations of the Treasury Department, rulings
by Treasury officials, and decisions by courts. State and local
tax laws, regulations and rulings have also become much
more complex.
Many people from a variety of professional backgrounds
have aspired to simplify taxation. But conflicting interests that
affect legislators make this a slow process. In fact, the trend is
toward greater complexity. For the foreseeable future,
businessmen and others will need the tax advice of technically
expert and professionally responsible CPAs.
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Education for becoming a CPA
There is nothing mysterious about what a student needs to
know in order to pass the CPA Examination and become a
CPA. The problem has been studied in great depth by the
profession.
The study that is significant today began in 1967 with
publication of a book called Horizons for a Profession, by
Robert H. Roy and James H. MacNeill. Work on this book had
been jointly sponsored by the American Institute of Certified
Public Accountants and the Carnegie Foundation. It defined
what the authors regarded as the desirable common body of
knowledge for CPAs—what all CPAs should know in order to
begin practice, in view of conditions today and also in view of
some factors that could be confidently predicted for the future.
Shortly after publication, the president of the AICPA
appointed a committee on education and experience
requirements for CPAs. This committee appraised the proposals
in Horizons for a Profession, and also the discussions in 50
seminars on Horizons for a Profession, held in all parts of the
country. The upshot of this nationwide powwow was an action
by the AICPA’s governing Council, which in the AICPA’s
structure is roughly what Parliament is to the government of
Great Britain. The Council passed a Resolution which declared
that the study, Horizons for a Profession, is an authoritative
delineation of the body of knowledge common to the
profession. The Resolution stated: “At least five years of
college study are needed to obtain the common body of
knowledge for CPAs and should be the education requirement.
For those who meet this requirement, no qualifying experience
should be required.”
However, the AICPA Council added: “The states should
adopt this five-year requirement by 1975. Until it becomes
effective, a transitional alternative is four years of college study
and one year of qualifying experience.”

Miss Diane Sullivan has a position on
the staff of one of the largest
international accounting firms, which
have been described by Fortune
Magazine as the largest information
gathering organizations in the
world. Characteristically, these
largest firms have offices in, say,
three dozen American cities and at
least a dozen foreign countries.

Miss Sullivan, a staff assistant for
only one year, has abruptly changed
her way of life. She has moved from
the tree-lined campus of a small
college to the big business world of
steel and glass, carpeted offices and
big desks, and highly expert
professionals and managers.
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Staff assistants in public accounting
firms usually spend most of their
time in the offices of clients. Here is
Miss Sullivan on one of the rare days
on which she works in the offices of
her own firm.*

A summary of the five-year program, and the transitional
four-year program, are set forth in the following chart:

Alternative Programs in Accounting
Semester Hours

General Education

6-9
6
6
3-6
2-3

Communication
Behavioral sciences
Economics
Elementary accounting
Introduction to the computer
Mathematics (modern algebra, calculus,
statistics and probability)
Other general education

12
25- 18
60

General Business

Public accounting offers to
beginners unequaled opportunities
for participating in problem-solving
with more experienced people. Miss
Sullivan discusses a point in a
financial statement with a senior
accountant who is her immediate
supervisor, left, and the chief of
general accounting of a client
company, right.

Five Year

Economics (intermediate theory and
the monetary system)
The social environment of business
Business law
Production or operational systems
Marketing
Finance
Organization, group and individual
behavior
Quantitative applications in business
(optimization models, statistics,
sampling, Markov chains, statistical
decision theory, queueing, PERT,
simulation)
Written communication
Business policy

Four Year

6
6
6
3
3
6

6
3
4
2
2
4

9

6

9
3
3

6
2
3

54

38

Five Year

Four Year

Accounting
Financial reporting theory
Applied financial accounting problems
Contemporary financial accounting issues

9

6

Cost determination and analysis
Cost control
Cost-based decision-making

6

3

Tax theory and considerations
Tax problems

3

3

Audit theory and philosophy
Audit problems
Computers and information systems
in business

6

3

6
30
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Electives

- --6
150

—

4

3
___
120

—

Since the public practice of professional accounting is
licensed by state regulatory authorities—like law or medicine—
an individual who wants to become a CPA must take a state
examination. Fortunately, for accounting students, all states use
the same examination, which is prepared by the AICPA; and all
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Since an auditor checks whether a
client’s financial statements fairly
present the results of operations, he
—or she—has more than a casual
interest in the operations. Miss
Sullivan talks with a supervisor in a
client company that operates giant
bakeries. To comply with regulations,
she wears a visitor’s hat.

During audits and in rendering other
kinds of services, CPAs become
involved in all activities in which
substantial amounts of money are
used. Consequently, the nature of
what CPAs do constantly requires
expansion of what CPAs know.

states also use the AICPA’s advisory grading service. Thus, a
student who prepares to practice in one state prepares to
practice in all/
However, the state boards of accountancy have the
responsibility and authority to decide who gets a certificate
and becomes a CPA. And there are some differences, still,
among the accountancy laws of the states, especially with
regard to the experience requirement. Also, in many states
changes in accountancy laws are being discussed or are
proposed for legislative action. So a student who wants up-tothe-minute information in order to comply with the
requirements in a particular state should address inquiries to
that state’s Board of Accountancy.
The AICPA has collected data from the many thousands
who take the Examination and therefore can describe on a
statistical basis the qualifications of those who pass. Broadly,
they meet three requirements:
(1) To become a CPA you ought to be a fairly good
student. The successful “first sitters” (those who pass all four
parts of the two-and-a-half day Examination on the first
attempt) have an average Scholastic Aptitude Test score of
545 in the verbal test, and 617 in the mathematics test.
Ability as a student squares with the realities of accounting
practice. Solving problems for clients often requires keeping
up with technical literature, taking professional development
courses, attending technical meetings sponsored by
professional societies, or otherwise expanding one’s
knowledge. Many thousands of successful practitioners enjoy
these activities. No doubt we CPAs enjoy what we are good at,
and we are good at what we enjoy.
(2) To become a CPA you ought to major in accounting
in college and, if possible, go for the five-year program
outlined above.
(3) To become a CPA, you ought to undertake a thorough
and comprehensive review before taking the Examination.
The Uniform CPA Examination has a reputation for being
stiff. This reputation probably comes from the varied state
requirements to take the Examination, some of which permit
poorly prepared candidates to do so. The AICPA has shown
statistically that a very large majority of “serious” candidates
pass the Examination. (“Serious” is the word for those who
either pass on the first attempt or—if they don’t pass on the first
attempt—try again. A candidate may try as often as he wishes
by paying a small fee.)
The CPA profession needs people. It is the fastest growing
major profession in the United States, and its practitioners
have approximately doubled in number every decade for the
past four decades.
This fact testifies to the sincerity of the profession’s
recruiting. The CPA Examination is only as hard as it needs to
be, so that all of those who are really qualified may use it as
a gateway to professional practice.
In determining what qualifications are necessary, the
profession does not sacrifice standards and endanger its
reputation in the business and financial communities for
dependability and excellence. But the profession does take
great pains to make clear how people with ambition and ability
can meet the qualifications.
What other major profession can one enter after four or
five carefully planned years of college study?
Accounting is the opportunity profession.
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Growing with the profession

Primarily, CPAs and CPA firms deal
with people—secondarily with
things. As in what follows. The
subject of these last pictures in this
booklet is pure water—the prevention
of pollution. Water itself, pure or
otherwise, is conspicuous by its
absence.

But Peter LaTartara, left, is engaged
in designing a system so that
available funds for purifying water,
or keeping it pure, can be used with
maximum social benefits. The
client of the CPA firm, for which
Mr.LaTartara works as a consultant,
is a state government.

The man at the right is a state
engineer who has been assigned to
advise Mr. LaTartara on engineering
questions. Above, the two men study
a data summary from a computer.
This presents the results of a
continuous monitoring of water
samples from robot stations located
on rivers and lakes.

The services rendered by CPAs are in short supply and high
demand.
Naturally, therefore, CPAs are well rewarded. Inevitably,
there are excellent opportunities for growth and advancementmore than in less dynamic fields.
Although this book is about opportunities in public
accounting, we wish to be candid about opportunities in the
whole field, which includes industry, government and teaching
as well as public practice. It has been traditional for many
young men and women to begin work in CPA firms and then,
after acquiring some experience and a certificate, to take
excellent positions in industry. Naturally, the public profession
doesn’t like to lose good people; but it has learned not only to
live with this situation, but also to train staff assistants so that
they can become successful executives.
Professor Richard D. Bradish of Sacramento State College
surveyed the educational background of top executives in the
Fortune Magazine listing of 500 largest industrial companies,
50 largest merchandising firms, and 50 largest transportation
companies. “Top” executives included chairman of the board,
president, vice-presidents, controller, secretary, and treasurer.
There was a higher percentage of these executives from
accounting than from any other field—23.3 percent. Engineering
was next, with 16.5 percent. Law third, with 12.7 percent.
Here is a small sample of the corporations in which an
accountant is either president or chairman of the board of
directors: American Airlines, American Electric Power, Bache,
Caterpillar Tractor, Chrysler, Colorado Interstate, General
Foods, Greyhound, Heckla Mining, IBM, Loews, Parke Davis,
and Pepsico.
Also, experience in practice, and especially the CPA
certificate, are assets for men and women who take attractive
positions in government or in university accounting departments.
In our opinion, however, the opportunities for reaching an
executive level, in using the accounting discipline, are best in
public accounting. If a CPA firm and a corporation with about
the same number of college-educated accounting personnel
are compared, the number of accountants who function at
executive levels (partners or managers) in the CPA firm is
invariably greater than the number of accountants in the
corporation who occupy the positions covered by the Bradish
survey.
How does one grow in professional stature in public
accounting practice? Let’s look at the steps that indicate
advancement in a firm, at income and style of life, and at what
CPAs mean by professionalism.

Steps Up in a Firm
CPA firms obtain almost all of their new recruits from the
college campuses. And almost all of these new recruits begin
to work on the same level—as staff assistants. (The exceptions
prove the rule: very rarely, a man with unusual educational
qualifications and prior experience may enter at a higher level.)
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Design of an efficient system
requires knowledge of what is now
being done, and of what might be
done under many other possible
circumstances, by all of the
concerned state bureaus. So there
are discussions with bureau chiefs,
like the man behind the desk.

After Mr. LaTartara has worked
several months on a draft of his
design, he meets with all the bureau
chiefs and makes a presentation.
Charts are on the flipboard.
Documents and other illustrative
materials are ready. Underlying this
presentation is a type of socio
economic-political problem for which
CPA firms are increasingly involved
in finding solutions: Is the citizens’
tax money, which has been made
available by the state legislature for
purifying water, being used as
effectively as possible?

Just before the bureau chiefs all
come into the meeting room in the
state office building, Mr. Latartare
takes the time for lonely thought.

The trend in beginning salaries is shown in the
accompanying graph.

The new staff assistant is likely to be given fairly routine
work at first, especially in connection with audit engagements.
He may count cash or securities, or analyze the amounts due
from customers of the client to show what proportion are
current and how long others may have remained unpaid. He
works under close supervision. Since he is working with other
well-educated people who understand the contribution that a
small job makes to the total engagement, he will work in an
atmosphere of high morale and purpose.
The amount of routine work is being drastically reduced
in public accounting by statistical sampling methods and by
computers. Very shortly, staff assistants are apt to find
themselves designing samples or handling tapes for auditing
through computers. Their university training is used in rapidly
expanding measure after four or five months on the job.
Usually, staff assistants become seniors after two to four
years. Then they take responsibility for handling small
engagements or parts of large engagements. A senior
accountant often plans and directs an audit or part of an
audit under the direction of a manager or partner. A senior has
a chance to show that he can perform as an independent
professional.
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Feedback from the bureau chiefs and
from the engineering advisor—and
discussion.

In management service or tax departments, men may
function under a number of other titles, for example: consultant,
tax or management controls specialist.
Managers in CPA firms characteristically direct a number
of engagements at the same time. They do this by conferring
with and directing senior accountants.
As a partner, a CPA shares in ultimate responsibility for
the services provided by his firm.

Income and Style of Life
There are no data which make it possible to pinpoint an
average of what CPAs earn throughout their whole careers.
However, there is enough information available to indicate
without doubt that CPAs are among the most affluent
professionals.
A survey made at Ohio State University disclosed that
average salaries of accounting graduates, 20 to 30 years after
graduation, ranged from $20,000 to $30,000. It may be, and
some believe it very likely, that averages for those graduates
who become CPAs were higher.
A survey of mergers by a president of the AICPA disclosed
in 1961 that partners in recently merged firms were earning
from $40,000 to $60,000. A Fortune Magazine writer found
that executive partners of the largest firms have incomes in
six figures.
In style of life, there is no clear distinction between CPAs
and business executives, or between CPAs and other
professional men like doctors or lawyers. Personal preferences
naturally have a good deal to do with style of life. Most CPAs
have great freedom of choice because they have both money
and professional independence.
A month later, Mr. LaTartara’s
completed design is delivered to the
Assistant Commissioner of Health,
Division of Pure Waters. By this
time, all present know each other
well. But there is a little special
formality, a kind of recognition that
a truly significant body of work has
been completed.

In thousands of unadvertised
situations, CPA firms have increased
the efficiency of federal, state and
local governments.

Professionalism
The governing Council of the AICPA has stated: “Although
their activities may be diverse, all CPAs have demonstrated
basic competence of professional quality in the discipline of
accounting. It is this which unites them as members of the
profession, and provides a foundation for extension of their
services into new areas.”
Of course, this “basic competence” is assured by laws
and state boards of accountancy, and by professional societies
with codes of professional conduct. But it would be a mistake
to appraise professionalism only as a quality that results from
the possibility of disciplinary procedures. The true professional
has a standard of excellence for his services, and he is truly
dedicated to maintaining this standard.
As a doctor is concerned for the health of his patients, a
CPA is concerned for the economic health of his clients, and
for the validity of the financial statements to which his Opinion
is attached.
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Your future as a CPA
What will you be doing twenty or thirty years from now,
after you have become a mature business or professional man?
What, therefore, should you do now to prepare?
Although change is rapid, even revolutionary, and nobody
owns a crystal ball, today’s student does not need to rely upon
random dreams or submit to chance. A number of social
sciences have refined ways of making projections that have a
bearing on the kinds of socio-economic-political conditions
that affect the work that people do. The record of many experts
in making such projections is good.
Also, students in the process of selecting careers are not
alone in being concerned about the future. Some business and
professional men are equally involved. Among these, CPAs
stand out. The value of a CPA—his professionalism—consists
in large part of helping his clients to function in the most
constructive and forward-looking way possible. To do this, a
man should have a piece of the future in his brain.
During the 1960’s, the AICPA made an eight-year study of
the future, to which both social scientists and CPAs contributed.
The main purpose was to help CPAs, who are naturally
concerned about the effect of future events on their practices.
But the findings have at least equal importance for students.
The social scientists and CPAs reached a consensus on a
number of matters that will affect work during the last decades
of this century.
An Economic Development. Almost all of the capital funds
now used by corporate business are made available in
accordance with the judgment of sophisticated executives or
analysts. The amount contributed by individual investors is
almost negligible—about 5 percent. This means that
increasingly comprehensive and complex financial reporting
will underlie the flow of tomorrow’s investment and credit. The
value of the CPA’s judgment as to the reliability of this
reporting will be enhanced.
Some social scientists foresee that the CPA of the future
will increasingly be called upon to develop standards by which
economic values of research and sound management can
be measured.
ASocial Development. Increasingly, businessmen are
socially accountable to the public. The time when a prominent
American businessman said, “The public be damned!” now
seems like ancient history. A sense of business ethics is
growing stronger in some ways. For example, many recent
“conflict of interest” cases in the business world would not
have been “cases” at all twenty years ago.
Also, business becomes concerned not only with financial
data but with social data, as it pursues social as well as profit
objectives. Because of his independent professional status, the
CPA will increasingly be required to take positions in such
situations.
A Political Development. Intervention in the economy by
the Federal Government will continue to increase: all the
available evidence points to this conclusion: This does not
mean that the United States will become a socialist country.
However, a new society is evolving that does not conform to
some classical definitions of capitalism.
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In this new economy, it will be increasingly taken for
granted that there are problems which are not solved by the
free market. Solutions will be proposed and carried out very
often with government help. In this cooperative relationship
between business and government, the practical administration
of almost all specific programs requires voluminous data.
Intelligent planning requires knowledge of the facts. Most of
the facts are economic: costs, prices, sales, profits, and so on.
In such a political climate, the CPA sits in the key post of
liaison between the two most important institutions in our society
—business and government. Today the CPA’s liaison covers
such activities as tax administration, securities and exchange
regulation, negotiation and renegotiation of government
contracts, loans to small business, rural electrification,
providing economic opportunities to disadvantaged people.
There is a consensus that the list will lengthen.
A Technological Development. The impact of the computer
revolution on CPAs is already heavy—it will become even
heavier. While there is a certain genre of science fiction that
sees the computer as a means of depersonalizing human
existence, the social scientists and CPAs see the computer as
a tool with a magnificent social potential. Of course, computers
do only what they are programmed to do; but because they can
produce data that otherwise would be economically
unavailable, human society can operate on a basis of more
knowledge as a result.
CPAs will stand in pivotal positions, as decisions are made
to define problems, obtain data, and plan solutions.

These economic, social, political, and technological
developments have one thing in common: they all require
people who are experts in the development, analysis,
interpretation and communication of economic data. Today—
and tomorrow—these people are, and will be, certified public
accountants. Thus, the profession has worked with social
scientists to study its total relationship with society, so that
individuals, CPAs or future CPAs, can become aware of the
direction of change, and take advantage of opportunities.
What can you do?
If you have the ability and the will, you can join in grasping
these opportunities. The profession will welcome you.

Get involved.

For additional copies of this booklet, write to:
American Institute of Certified Public Accountants
666 Fifth Avenue, New York, New York 10019

Editor: John Ashworth
Design: Bruce Withers
Photography: Henry Humphrey

